25       .
So far as the Madras Government are aware, the industrial
provinces in spite of the experience of the past eight years
still   hold  the  view   that  income-tax   irrespective   of   any
enhancement in the rate of taxation is essentially an expand-
ing source of revenue.   However that may be, these provinces
are no longer prepared to allow that assumption to determine
any future method of adjustment and prefer to rely on the
more solid ground of a share in income-tax actually collected
irrespective of whether receipts expander not.   In this form
the issue becomes comparatively simple.    If the provinces
are to receive a larger share of income-tax receipts, either the
Government of India must be possessed of surplus revenues
or provided with additional revenues .to make good the share
of income-tax which they are to forego.   In the former case
it might  be  argued that "the Government of India should
utilize  the 'surplus  to  reduce  its   own   demands  on  the
tax-payers thus setting free resources which theoretically it
would be open to the provinces to tax for their own purposes.
The Government of Madras recognize, however, thatj>racticaJ
considerations must determine the settlement of this question
and that it is desirable that, given a surplus, some settlement
of the allocation should be arrived at which will be accepted
by all the provinces as sufficiently equitable.   They are unable
to put forward detailed suggestions for such a settlement for
the good reason that they do not possess detailed information
as to the actual incidence of the existing tax.   While however
they quite realize that any equitable allocation may result in
one province receiving proportionately more than another,
whether as regards tEe total amount or on a population baas,
they wish to protest in advance against any allocation based
solely on collection.   They are not prepared to concede that
in this matter an equitable solution can be determined By the
mere   accident of  where the.tax is  paid.   Similarly, if the
existing basis of taxation provides no surplus available for
distribution and such surplus is to be found by additional
central taxation, .they would not be prepared to consent to any
form of taxation which would once again enable the Govern-
ment of India to be generous to the industrial provinces at
the expense of the rest.   Subject to these considerations, the
Madras, Government  are ready to  examine  any concrete
proposals for dealing with this longstanding problem.
38. There remains now the difficult question of the All-
India Services. This is thorny enough even where only
Provincial Governments are concerned, but the vital interest